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COMPLIANCE REQUIREMENTSAND SUGGESTED AUDIT PROCEDURES:

(Note: Compliance requirements relating to propertyléay limits for individual funds
and for the city or town in total are containedhe compliance supplement on budgets
(C/T-2 - Cities and Towns - Budgets))

COLLECTION OF TAXESTAX NOTICES:

1. Compliance Requirements:

Except in first, second, and third class citiest fhrovide by ordinance for the city
treasurer to collect the taxes, the county treasafreach county shall collect the
taxes levied by all cities and towns in the respeatounty. (MCA 7-6-4406 and 7-
6-4413)

In every city or town which shall provide by ordimce for the collection of its taxes
by its city treasurer or town clerk, the city treges or town clerk shall collect all
special assessments and taxes levied and assessaaidance with the provisions
of Title 7, Chapter 12, Parts 41 and 42, MCA. (MTA2-4182)

In any city or town where taxes are certified ol @ollected by the county treasurer
in accordance with the provisions of MCA 15-16-H0t 7-6-4423, the city or town
may, nevertheless, provide by ordinance for theectbn by its city treasurer or
town clerk of all special assessments and tax dearel assessed in accordance with
the provisions of Title 7, Chapter 12, Parts 41 42dMCA. (MCA 7-12-4183)
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COMPLIANCE REQUIREMENTSAND SUGGESTED AUDIT PROCEDURES:

COLLECTION OF TAXES/ITAX NOTICES - continued:

1. Compliance Requirements - continued:
* The governing body shall fix the tax levy for eaaking jurisdiction within the
municipality:
a. by the later of the second Monday in August bhiw 45 calendar days after
receiving certified taxable values;
b. after the approval and adoption of the finaldridand
c. atlevels that will balance the budgets as piediin 7-6-4034.
Each levy:
a. must be made in the manner provided by 15-10-&@d
b. except for a judgment levy under 2-9-316 or 085, is subject to 15-10-
420.
(MCA 7-6-4036)

» Except as provided in MCA 7-12-4183, in each oityown where taxes for general,
municipal, and administrative purposes are cedifeeand collected by the county
treasurer immediately after the second Monday ajusti of each year, it is the duty
of the city treasurer or town clerk to certify teetDepartment of Revenue, at the
same time that the copy of the resolution detemmgitihe annual levy for general
taxes is certified by the city or town clerk to tmunty clerk, all special assessments
and taxes levied and assessed in accordance withf éime provisions of Title 7,
Chapter 12, Parts 41 and 42, MCA. The DepartmeRewenue shall enter the
special assessments and taxes upon the propemgdaed for the county. The county
treasurer shall collect all taxes and assessmei® isame manner and at the same
time as taxes for general, municipal, and admatiiste purposes are collected.
(MCA 7-12-4181)

* The city or town shall, upon request of the courggsurer, provide an itemized
listing of all city services and special improverdistrict assessments to be
collected. This listing shall be ready for mailinghe information on the list is
included in the county treasurer’s mailing to tastiknown address of each taxpayer,
showing the amount of taxes and assessments dtleefourrent year and the amount
due and delinquent for prior years. (MCA 15-16101

« MCA 15-16-101 and 15-16-118, require that thertatices mailed to each taxpayer
by thecounty treasurer should include the following:

the amount of taxes and assessments owed fouthent year,

the amount of taxes and assessments due anduksiit for other years,

the taxable value of the property,

the total mill levy applied to that taxable peoty,

itemized city services and special improvemesitidt assessments collected by

the county,

PO T
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COMPLIANCE REQUIREMENTSAND SUGGESTED AUDIT PROCEDURES:

COLLECTION OF TAXES/ITAX NOTICES - continued:

1. Compliance Requirements - continued:

f. the number of the school district in which thregerty is located,

g. the amount of the total tax due that is leviedity tax, county tax, state tax,
school district tax, and other tax, and

h. notification of the $5 minimum tax requiremeahgpplicable (MCA 15-16-118).

(MCA 15-16-101 and 15-16-118)

If the property is the subject of a tax lien dalewhich a tax sale certificate has been
issued under 15-17-212, the notice must also imgluda manner calculated to draw
attention, a statement that the property is thgestibf a tax sale and the taxpayer
may contact the county treasurer for complete madron. (MCA 15-16-101)

There does not appear to be any specific statgiadance regarding the content of
tax notices mailed by @unicipality; however, it would seem reasonable that they
contain the information listed above, so far as #@pplicable. For example,
information relating to county, state, school dicstrand other taxing districts would
not be applicable.

Suggested Audit Procedur es:

Determine whether the county treasurer is colhggctill taxes and special assessments
for the city or town, or whether the city or towashadopted an ordinance providing
for the city treasurer or town clerk to collecttixes and special assessments, or
providing for the city treasurer or town clerk tllect its special assessments only, as
provided by the above referenced statutes.

Determine that the city or town council or comrnoashas adopted the required
resolution establishing the tax levies to be asskky the year.

If the city or town taxes are to be collected by tounty treasurer, determine that the
city treasurer or town clerk certified to the couatcopy of the city or town

resolution establishing the tax levies to be agsksnd certified to the Department of
Revenue all special assessments and taxes leulealsanssed in accordance with any
of the provisions of Title 7, Chapter 12, Partsaéitl 42, MCA.

If requested by the county treasurer, determiaettie city or town provided the
treasurer with an itemized listing of all city siees and special improvement district
assessments to be collected.

If the city or town is collecting its own taxegyrew selected tax notices to determine
that they include all required information.
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COMPLIANCE REQUIREMENTSAND SUGGESTED AUDIT PROCEDURES:

SPECIAL ASSESSMENT DUE DATES:

2. Compliance Requirements:
» Special assessments require payment as followspéeas explained in the note
below: (MCA 7-12-4181, 7-12-4188 and 15-16-103)
a. One-half the payment on or before November 30
b. One-half the payment on or before May 31.

(Note: Prior to March 20, 1979, all assessments weyalga in one payment due prior
to November 30. Effective on that date, cities @wins could, at their option, provide
by resolution thag of the payment could be deferred until May 31fe&ive April 30,
1985, MCA 7-12-4188, was amended to require assgsro be paid in two equal
installments, one due by November 30, and one gilddy 31. Also, effective April 27,
1987, MCA 7-12-4190, was amended to require treagsessments be paid in
semiannual installments. All bond issues dateor po March 20, 1979, and many issues
dated from March 20, 1979 through April 30, 198%revset up with a single annual
payment of principal and interest. The time of pagment was established based on a
single November assessment payment. Thereforeeftain S.1.D. debt service funds,
the assessments may still be collected entireNowember because of the required time
for the principal and interest payment. There &hbe very few of these left
outstanding.)

* Property tax payments deposited in the UnitedeStatail on or before payment
deadlines, as shown by the postmark on the envetmeived by the Treasurer's
office, are considered timely paid irrespectivehaf date upon which such payment is
actually received by the County Treasurer. (AG2#Vol. 40) Although this
AGO. is related to tax collections received by anty treasurer, it appears that the
same would apply to a city or town that is collegtits own taxes and assessments or
assessments.

Suggested Audit Procedures:

» If the city or town is collecting its own taxesthassessments or assessments only,
review selected billing notices to determine if #peecial assessments were due on the
dates specified above.

» If the county treasurer is collecting the speagdessments for the city or town,
review selected remittances from the county tresadorthe city treasurer or town
clerk to determine if they were paid on the dafecdied above.
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COMPLIANCE REQUIREMENTSAND SUGGESTED AUDIT PROCEDURES:

MOBILE HOME, MANUFACTURED HOME, AND HOUSETRAILER TAX DUE:
DATES:

3. Compliance Requirement:

» Taxes on mobile homes, manufactured homes, argkhailers not taxed as an
improvement (taxed as personal property) are ddellasvs: the first payment is due
on or before May 31 or within 30 days from the daiténhe tax notice, whichever is
later; and the second payment is due no laterXlmarember 30 of the year in which
the property is assessed. (MCA 15-24-202)

(Note: For property owners in military service who aeeving outside of Montana or
who are hospitalized as specified in MCA 10-1-80&, collection of all taxes must be
suspended until 1 year after the cessation oflii@stior 1 year after the taxpayer is
released from active duty, or 1 year after the asmep's release from the hospitalization.)

Suggested Audit Procedure:

» If acity has provided by ordinance for the cdilec of its taxes by its treasurer,
review selected tax notices for mobile homes, mactufed homes, and housetrailers
not taxed as an improvement and determine if thestavere payable as stated above.

PENALTY FOR DELINQUENCIES:

4. Compliance Requirements:
* Interest on delinquent real and personal progargs must be charged at a rate of
5/6 of 1% per month. A 2% penalty will also be eddo the delinquent taxes.
(MCA 15-16-102)

* Interest on delinquent taxes on mobile homes, dtoaiters and, manufactured
homes, that are not taxed as an improvement musidrged at a rate of 5/6 of 1%
per month. A 2% penalty will also be added todeknquent taxes. If a mobile
home is moved and the taxes have not been paidljthere will be an additional
penalty of 20% or $50, whichever is greater. (MTA24-202 and 15-16-102)

(Note: For property owners in military service who aegving outside of Montana or
who are hospitalized as specified in MCA 10-1-g@halties or interest on delinquent
taxes may not accrue until 1 year after the cemsati hostilities or 1 year after the
taxpayer is released from active duty, or 1 yetardhe taxpayer's release from the
hospitalization.)

* Interest on delinquent special assessments mudtdvged at a rate of 5/6 of 1% a
month. A 2% penalty will also be added to therglient taxes. (MCA 7-12-4188
and 15-16-102)
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COMPLIANCE REQUIREMENTSAND SUGGESTED AUDIT PROCEDURES:

PENALTY FOR DELINQUENCIES - continued:

4. Compliance Reguirements - continued:

The penalty and interest on delinquent assesspagnients for specific parcels of
land may be waived by resolution of the city or togouncil. A copy of the
resolution must be certified to the county treasu(MCA 15-16-102(6) and
15-16-103)

One-half of the taxes are due on or before 5 prmNovember 30 of each year or
within 30 days after the tax notice is postmarkelichever is later, one-half are
payable on or before 5 p.m. on May 31 of each ydahe date on which taxes are
due falls on a holiday or Saturday, taxes may ke wahout penalty or interest on or
before 5 p.m. of the next business day in accoelanth MCA 1-1-307. (MCA 15-
16-102)

If taxes on property qualifying under the low-inoe property tax assistance
provisions of MCA 15-6-134(1)(c) and 15-6-191 asédpwithin 20 calendar days of
the date on which the taxes are due, the taxesomawpid without penalty or interest.
If a tax payment is made later than 20 days dfietdxes were due, the penalty must
be paid and interest accrues from the date on whelkaxes were due. (MCA 15-
16-102)

Suqgested Audit Procedur es:

If a city has provided by ordinance for the cdilec of its taxes or assessments by its
treasurer, as part of testing of property tax esskssment revenue, test selected
interest and penalties on delinquent taxes andss®nts to determine if the rates are
charged as stated above.

If the county treasurer is collecting propertydsxor assessments for the city or town,
as part of testing of property tax and assessneenittances from the county
treasurer, determine that the city or town is ndogiinterest and penalties on
delinquent taxes and assessments collected antteéry the county treasurer.

If the county treasurer is collecting propertydsxor assessments for the city or town,
determine if there was any property qualifying unithe low-income property tax
assistance provisions. If so, verify that any ftgrend interest on late payments
were in accordance with the provisions specifieavab

Determine whether the city or town council wai\a® penalty and interest charges

on delinquent assessment payments. If so, detertinat a copy of the resolution
was certified to the county treasurer.
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COMPLIANCE REQUIREMENTSAND SUGGESTED AUDIT PROCEDURES:

RECEIPT OF PAYMENT:

5. Compliance Requirement:

» Although MCA 15-16-104, refers to the duties ¢ ttounty treasurer as it relates to
the collection of any tax, it would be appropritdea municipality that has provided
by ordinance for the collection of its taxes oregssnents by its treasurer to follow
the procedures set out in that statute. MCA 13-04provides that the county
treasurer must note the date and the amount gfayyment of any tax in the property
tax record and issue a receipt to the person pdgmepx. If, however, the payment
is received through the mail or by any electronganms, the treasurer shall issue a
receipt only on request of the person paying tke {MCA 7-6-4402, 7-6-4403, 7-6-
4404, and 15-16-104)

Suggested Audit Procedure:
* Review the treasurer's property tax records terdehe if the dates and amounts of
all tax and assessment payments are recorded.

PAYMENT OF DELINQUENT ASSESSMENT AND REINSTATEMENT:

6. Compliance Requirement:
* Whenever any special assessment or installmelaliisquent, is declared to be

delinquent by appropriate resolution of the cityawn council, and is certified to the
county clerk and county treasurer for collectiompesvided in Title 7, Chapter 12,
Part 41, MCA, the city or town council may, neveldss, at its option, by
appropriate resolution, order the delinquent assessto be withdrawn from the
county treasurer, canceled from the county treasuecords and proceedings, and
reinstated in the office of the city treasurer andhe property tax record upon the
payment to the city treasurer of the assessmehiednstallment and interest up to
date. (MCA 7-12-4184)

Suggested Audit Procedure:

» If the city or town collects its own special assasents, and delinquent assessments
certified to the county have been withdrawn from ¢ounty and canceled from the
county’s records and reinstated on the city’s ants records, test selected
delinquent tax assessment payments to determitéhtharocedures described above
were followed.
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COMPLIANCE REQUIREMENTSAND SUGGESTED AUDIT PROCEDURES:

CERTIFIED SPECIAL ASSESSMENTSTO COUNTY:

7.  Compliance Requirement:

* In a city or town that collects its own taxes pesial assessments when any taxes or
assessments become delinquent, a tax lien saleotde held by the city or town
unless the city treasurer or town clerk, withinvldrking days after the date on which
the taxes or assessment become delinquent, cethigedelinquency to the county
treasurer. The certificate must contain the follmyvthe description of each lot or
parcel of land on which any tax or assessment éesrbe delinquent; the name and
address of the person taxed or assessed; the Hatetiae tax or assessment became
delinquent; the amount of the delinquent tax oesssient, and the penalty to be
added, if any. (MCA 7-6-4423 and 7-12-4183)

Suggested Audit Procedure:

» If the city or town collects its own taxes or sip¢assessments, determine that the
delinquent taxes and assessments were certifig toounty treasurer within 10
working days after the date on which the taxesssessment become delinquent.

COUNTY TREASURERSREMITTANCE TO MUNICIPALITIES:

8. Compliance Requirements:

» The county treasurer must within a reasonable &ftex collection compute the
amount of taxes due to cities and towns in the goand pay it to the proper
custodian of funds. The lapse of one month aftéection of the bulk of the city or
town taxes is not a reasonable time within whicpédorm that duty. (MCA 7-6-
4413) (Cut Bank v. McNamer, 62 Mont. 490, 205 ¥1 §1922))

* When remitting taxes to a city or town, the couméasurer must break out the
amount received from taxpayers as payment for itiis special improvement
district assessments. (AGO #48, Vol. 43)

» Unless a statute provides otherwise, interestlfies, and costs collected on
delinquent taxes follow the tax. Therefore, lagavernment entities authorized to
levy taxes are entitled to a pro rata share opthalties collected on delinquent
property taxes by the county treasurer. (AGO #28, 41))

Suggested Audit Procedures:
» Test the dates of selected remittances from thatgdreasurer to the city or town to
determine that they were made on a timely basis.
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COMPLIANCE REQUIREMENTSAND SUGGESTED AUDIT PROCEDURES:

COUNTY TREASURERSREMITTANCE TO MUNICIPALITIES - continued:

Suqggested Audit Procedures - continued:

Test selected remittances from the county treasarthe city or town and determine
that the remittance breaks out the amount recdnoead taxpayers as payment for the
various special improvement districts.

If applicable, determine that the remittances ftbencounty treasurer include interest
and penalties collected on delinquent propertydaxe

PROTESTED TAXES:

9. Compliance Requirement:

The person upon whom a property tax or fee isgpmimposed under Title 15, Chapter
1, Part 4, MCA, may, before the property tax orfeeomes delinquent, pay under
written protest that portion of the property tax or feetpsted. The protested payment
must: (a) be made to the officer designated atibazed to collect it; (b) specify

the grounds of protest; and (c) not exceed tHereifice between the payment for the
immediately preceding tax year and the amount owirtge tax year protested unless
a different amount results from the specified gasiaof protest, which may include
but are not limited to changes in assessment dreappraisal under MCA 15-7-111.
(MCA 15-1-402(1))

Suqgested Audit Procedur es:

Test selected receipts of taxes and fees paid yondegst to determine if they were
accompanied by written notice as specified above.

Verify that the protested tax or fee payment didexxeed the amount specified
above.

10. Compliance Requirement:

All property taxes and fees paid under protest ¢tity or town must be deposited to a
special protested tax fund (agency fund) and renmatine protested tax fund until
final determination of any action or suit to recotlee taxes, unless they are released
at the request of the city or town pursuant toptmvisions of MCA 15-1-402(5).
(MCA 15-1-402(4)) A subsidiary record should bekir each taxpayer.
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COMPLIANCE REQUIREMENTSAND SUGGESTED AUDIT PROCEDURES:

PROTESTED TAXES - continued:

Suqgested Audit Procedur e

If the city or town collects its own taxes, teslested receipts of taxes and fees paid
under protest to determine that they are recondedspecial protested tax fund and
retained in that fund until final action or unilleased as provided by statute, and that
subsidiary records are kept for each taxpayer.

11. Compliance Requirements:

The governing body of a taxing jurisdiction affegtty the payment of taxes under
protest in the second and subsequent ythatsa tax protest remains unresolved may
demand that the treasurer of the county or murlitygaay the requesting taxing
jurisdiction all or a portion of the protest payrteeto which it is entitled, except the
amount paid by the taxpayer in the first year efphotest. The decision in a
previous year of a taxing jurisdiction to leavetpsted taxes in the protest fund does
not preclude it from demanding in a subsequent gegror all of the payments to
which it is entitled, except for the first-year st amount. (MCA 15-1-402(5)(a))

Thefollowing appliesretroactively to any tax appeal or tax paid under protest

after October 31, 2000, — The governing body of a taxing jurisdiction atied by the
payment of taxes under protest on property thegmdrally assessed pursuant to 15-
23-101 in the first and subsequent ydhet a tax protest remains unresolved may
demand that the treasurer of the county or murlitypaay the requesting taxing
jurisdiction all or a portion of the protest payrtgeto which it is entitled. The
decision in a previous year of a taxing jurisdintto leave protested taxes of centrally
assessed property in the protest fund does nolupieed from demanding in a
subsequent year any or all of the payments to wihistentitled.

(MCA 15-1-402(5)(b))

Suqgested Audit Procedur es:

Determine whether the governing body of the cityoovn affected by the payment of
taxes under protest that remains unresolved havam@ed that the county treasurer
pay the city or town all or a portion of the prdtses to which it is entitled.

If so, determine that the compliance requirementedabove relating to the years of
protest subject to such a demand have been adtwered
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COMPLIANCE REQUIREMENTSAND SUGGESTED AUDIT PROCEDURES:

PROTESTED TAXES - continued:

12. Compliance Requirement:

If a protested tax action is determined in faviothe protestor, the treasurer must
refund to the person in whose favor the judgmenrgnslered the amount of the
protested portions of the property tax or fee thatperson holding the judgment is
entitled to recover, together with interest frora thate of payment under protest. The
interest paid shall be at the rate of interestedby the pooled investment fund
provided for in MCA 17-6-203, for the applicableripel. (MCA 15-1-402(6)(b)

(Note: The city or town treasurer is not responsibletii®@ amount required to be
refunded by the state treasurer. The DepartmeRewvénue shall refund the amount
of protested taxes and interest to the tax pratesteequired by MCA 15-1-

402(6)(b). (MCA 15-1-402(6)(d)))

If the Department of Revenue revises an assesdhmnesults in a refund of taxes
of $5 or less, a refund is not owed. (MCA 15-1@)p

Suqgested Audit Procedur e

If the city or town collects its own taxes, comgp#re amount of selected protested
tax payments from the protested tax fund to thefme copy of the final judgment
from the state tax appeal board or court. Caleula¢ interest that was paid on the
amount refunded to determine if the rate paid wead @s provided for above.

If the refund was caused by a revised assessimamidetermine that no refund of
taxes was given if it was for $5 or less.

13. Compliance Requirements:

If an action regarding protested taxes that isihd before the county or state tax
appeal board or the district court does not begihimthe time specified (90 days of
the date of the tax notice per MCA 15-1-406(2)jf ¢ine action is determined in favor
of the government, the amount of the protested@utof the property tax or fee
must be taken from the protest fund and deposti¢de credit of the fund or funds to
which the tax belongs. (MCA 15-1-402(6)(a))

Suqgested Audit Procedur es:

If the city or town collects its own taxes, tesptested taxes remaining in the protest
fund and determine that 90 days since the datieeohdtice has not elapsed without
the protestor taking action, or if action has bexken, that there has been no final
action ordered by the state tax appeal board ous.c

If the city or town collects its own taxes, tdst distribution of protested taxes to
determine if they were distributed to the fundwmnds to which the tax belongs.
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